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Newsprint production — tons 
Newsprint shipments — tons 


Revenue from sales and newsprint 
machine rental, less cost of sales, selling 
and administrative expenses 


Net earnings before minority shareholders’ 
interest 


Minority shareholders’ interest in earnings 
of subsidiaries 
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(after preferred dividends) 
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In 1972 record production and shipments 
of newsprint were reached in spite of some 
curtailment of production because of 
insufficient sales. 


Manufacturing cost per ton was essentially 
unchanged from that of the previous year 
largely due to the increased volume 

of production and to a full year’s operation 
of the sulphite mill. However, wood cost, 
mill wages, fuel, power, and most material 
costs increased over the previous year. 


Although earnings increased appreciably 
in 1972, the return on equity still remains 
at an unsatisfactory level. 


* Total sales not available as one newsprint 
machine is leased. 
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REPORT TO 
THE SHAREHOLDERS 


Your directors take pleasure in submitting to you the annual 
report for the year ended December 31, 1972, together 
with consolidated financial statements. 


PRODUCTION 


During 1972, a record production of 243,113 tons of newsprint 
was reached, being an increase of 17,882 tons over 1971: 

this was achieved in spite of an eight-day work 

stoppage during the first quarter, because of insufficient sales. 
This increase in production was made possible through 

a higher operating efficiency on all four newsprint 

machines and increased speed of the new machine. Several mill 
alterations brought about a marked improvement in 

the quality of our product. More than 50,000 tons of chemical 
pulp were produced by the new sulphite mill in 1972. 


SHIPMENTS 


Company shipments exceeded last year’s figure by 8 percent, 
reaching a new high of 244,876 tons. 


EARNINGS 


Consolidated net earnings amounting to $1,541,194 or $0.65 

per common share after payment of dividends on preferred shares 
were appreciably higher than those of $698,345 or $0.18 

per common share reported for 1971. 


Manufacturing cost per ton was essentially unchanged from 

that of the previous year largely due to the increased 

volume of production and to a full year’s operation of the sulphite 
mill. However, wood cost, mill wages, fuel, power 

and most material costs increased over the previous year. 


Operating earnings were higher because of improved prices and 
increased shipments. The higher value of the Canadian dollar 
during 1972 accounted for a loss of $329,652 on foreign 
exchange as compared to a gain of $235,222 for 

the previous year. Partial redemption of long-term debt 
decreased interest cost by $81,900. The discount obtained and 
the gain on foreign exchange realized, when a subsidiary 
redeemed prior to maturity a portion of its long-term 

debt payable in U.S. funds, amounted to $136,107 and is shown 
as a separate item on the earnings statement. This non-recurring 
gain is equal to $0.04 per common share after income 

taxes and minority interest. 


DIVIDENDS 


The regular dividends on preferred shares amounting 
to $375,000 per year were paid during 1972. 


The payment of a quarterly dividend on common shares which 
was suspended in 1971, was resumed during the last half 

of 1972. Two quarterly dividends of $0.07 per share plus 

a special dividend of $0.06 per share for a total of $0.20 per 
share, were declared and paid in 1972. 


FINANCIAL SITUATION 


Cash and short term investments at December 31, 1972 
totalled $10,695,822 of which $994,000 was set aside 

to cover cost of approved capital projects. At the same date, 
working capital amounted to $15,335,205 and the ratio 

of current assets to current liabilities was 5.8 to 1. Cash flow 
in 1972 amounted to $5,061,854 or $2.81 per common share. 


The bank loan which amounted to $2,000,000 at the beginning 
of the year was repaid during the second quarter. 


CAPITAL EXPENDITURES 


Purchase of a mobile slasher, skidders, tractors, trucks, 

and other equipment accounted for most of the woodlands 
capital expenditures of $739,970 for 1972. Remainder of funds 
were expended on roads and camps. 


Major mill expenditures included: a deculator-cleaner 
installation on the high-speed machine to improve paper 
quality; a system for the receiving and unloading of purchased 
sawmill chips; and numerous additions to improve mill 
efficiency and product quality. Total cost of these mill 
improvements amounted to $1,589,607. 


ENVIRONMENT 


An outlay of approximately $200,000 was required in 1972 
for pollution control in order to allow the mill to operate within 
the standards set by the regulatory boards. 


The company has established a long-term program which 
outlines the installations that will be required to meet the new 
standards that government authorities intend to apply 

in future years. 


TIMBER RESERVES 


An agreement was signed with the Department of Lands 

and Forests of Quebec whereby forest concessions held 

by the company on the south shore of the St. Lawrence were 
exchanged for concessions located on the north shore. 

The company now has 1,280 square miles of concessions and 
in addition, a guaranteed supply of wood from the Saguenay 

domanial forests. 


LABOUR RELATIONS 


Three labour agreements with our forest workers which expired 
in 1972 were renewed. Mill and office labour agreements 
at Clermont come up for renewal on April 30 th next. 


A constant effort on the part of management and labour 
has improved the application of safety measures at the plant 
and the frequency of accidents has decreased considerably. 


OUTLOOK 


Newsprint production of 8,660,000 tons by Canadian mills 

in 1972 was 364,000 tons higher than in 1971, or an increase 
of 4.4 percent. Newsprint consumption in the United States 
amounted to 10,271,000 tons, being 7 percent higher 

than the previous year and the largest increase ever recorded 
in a single year. Canadian shipments to the United States 

in 1972 of 6,402,000 tons were 4.7 percent above those 

of the previous year. 


The economy of the United States is expected to grow 

by 9 percent in 1973, approximately 6 percent of which 

will be real growth and 3 percent due to inflation. Virtually all 
company shipments are to the United States market where the 
present buoyant economy means high newsprint demand. Total 
newsprint consumption in the United States should reach 
10,600,000 tons this year with most of this new demand 
being supplied by Canadian mills. Therefore, it can be expected 
that throughout 1973, your company along with Canadian 
newsprint mills will operate close to capacity as the growth 

in demand should exceed the growth in new capacity. 


Escalating wood and labour costs and a strong Canadian dollar 
are conditions which continue to depress earnings. Some 

of the important measures being taken to cope with this situation 
are: various means to reduce wood cost and improve wood 
utilisation at the mill, higher productivity in both woodlands 

and mill operations, and more efficient transportation methods. 


NEW OFFICERS APPOINTED 


On November 2, 1972, the directors approved the appointments 
of Gérald Drouin as Vice President — Administration, 

Louis M. Létourneau as Vice President — Woodlands, and 

of André P. Marcoux as Vice President — Manufacturing. 


Mr. Drouin joined the company in 1960 and was appointed 
Comptroller in 1968; Mr. Létourneau and Mr. Marcoux both 
joined the company in 1970 following many years of 
experience in the pulp and paper industry. 


ACKNOWLEDGMENT 


The Board of Directors gratefully acknowledges the results 
achieved through the efforts and cooperation of all employees 
during the past year. 


ON BEHALF OF THE BOARD 


President and General Manager Chairman of the Board 
EDWARD P. WALSH A. EMILE BEAUVAIS 


QUEBEC, March 22, 1973. 
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SOURCE AND APPLICATION OF FUNDS. 


year ended December 31, 1972 


SOURCE OF FUNDS 
Operations 
Net earnings for the year 
Depreciation 
Depletion 


Deferred income taxes 


Increase or (reduction) in minority shareholders’ interest in subsidiary 
companies 


Grant received under the Area Development Incentives Act 


Adjustment of income taxes of prior years 


APPLICATION OF FUNDS 
Additions to fixed assets 
Long-term debt reduction 


Increase of investments set aside to cover cost of capital projects 
Dividends 


INCREASE IN WORKING CAPITAL 
WORKING CAPITAL AT BEGINNING OF YEAR 


WORKING CAPITAL AT END OF YEAR 


THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED EARNINGS 


year ended December 31, 1972 


EARNINGS FOR THE YEAR 


Revenue from sales and newsprint machine rental, less cost of sales, 
selling and administrative expenses — note 4 


Gain (loss) on foreign exchange 
Investment income 


Discount and-gain on foreign exchange upon redemption of bonds — 
note 5 


Interest on long-term debt 


Depreciation — note 6 
Earnings before income taxes and minority shareholders’ interest 


Income taxes — payable 


— deferred 


Minority shareholders’ interest in earnings of subsidiaries 


Net earnings 


Per common share (after dividends on preferred shares) — note 5 


RETAINED EARNINGS 
Balance at beginning of year 


Net earnings 


Dividends on — preferred shares 


— common shares 


Balance at end of year 


THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


December 31, 1972 


ASSETS 

1972 1971 
CURRENT ASSETS os 8 
Cash 


Short-term investments and deposits (market value $6 911 500) 
Accounts receivable 

Grant receivable 

Inventories — note 2 


Prepaid expenses 


OTHER ASSETS 


Short-term investments set aside to cover cost of approved capital 
projects (market value $994 000) 


Grant receivable 


FIXED ASSETS 


Real estate, mills, machinery and equipment, at cost 
Less, government grants 


Accumulated depreciation 


Timber limits, at cost, less depletion 


SIGNED ON BEHALF OF THE BOARD 


A. EMILE BEAUVAIS, Director 
JOHN N. COLE, Director 


LIABILITIES 


CURRENT LIABILITIES 1372 1971 


Bank loan 
Accounts payable and accrued liabilities 
Income taxes payable 


Sinking fund requirements payable within one year 


LONG-TERM DEBT — note 3 
DEFERRED INCOME TAXES 


MINORITY SHAREHOLDERS’ INTEREST IN SUBSIDIARY 
COMPANIES 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 


Preferred shares, issuable in series, par value $25 each 
Authorized 500 000 shares 
Issued and paid up 240 000, 6%% cumulative, redeemable preferred 
shares 1967 series 


Common shares without par value 
Authorized 3 600 000 shares 
Issued and paid up 1 800 000 shares 


RETAINED EARNINGS 


AUDITORS’ REPORT 


We have examined the consolidated balance sheet of The Donohue Company Limited 
and of its subsidiary companies as at December 31, 1972 and the consolidated 
statements of earnings and source and application of funds for the year then ended. 
We have obtained all the information and explanations we have required. 

Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion, according to the best of our information and the explanations given 
to us and as shown by the books of the company and its subsidiaries, these 
consolidated financial statements are drawn up so as to exhibit a true and correct 
view of the state of the affairs of the company and its subsidiaries as at December 31, 
1972, the results of their operations and the source and application of their funds for 
the year then ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


SAMSON, BELAIR, COTE, LACROIX ET ASSOCIES 
Chartered Accountants. 


Quebec, March 2, 1973. 
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THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


NOTES TO FINANCIAL STATEMENTS 


year ended December 31, 1972 


NOTE 1—CONSOLIDATION 


The consolidated financial statements include the accounts of all subsidiaries as follows: 
Donohue Brothers Sales Corporation, wholly owned, ; 
Charlevoix Paper Company Limited, 55.4% owned, and 
Malbaie Paper Company Ltd, 65% owned. 


NOTE 2-INVENTORIES 1972 1971 
ees ann ace ies i ce 

Finished products, at average cost L 

Pulpwood and expenditures on current logging operations, at cost 


Operating supplies, at lower of cost or net realizable value 


NOTE 3-LONG-TERM DEBT 


THE DONOHUE COMPANY LIMITED 


4% sinking fund bonds, series “‘C’’, due 1975 — annual sinking 
fund requirement amounts to $75 000 until 1974 and $70 000 
in 1975 


5% sinking fund bonds, series “‘D”, due 1976 payable in U.S. 
funds — recorded at par — annual sinking fund requirement 
amounts to $85 000 until 1975 and a balance of $255 000 
due in 1976 


6% sinking fund bonds, series ““E’’, due 1977 payable in U.S. 
funds — recorded at par — annual sinking fund requirement 
amounts to $44 000 until 1976 and a balance of $178 000 
due in 1977 


7%% sinking fund debentures, series ‘A’, due 1989 — annual 
sinking fund requirement amounts to $235 000 from 1973 to 1988 


CHARLEVOIX PAPER COMPANY LIMITED 


6%% sinking fund bonds, series “A”, due 1988 — $5 882 000 
payable in U.S. funds — annual sinking fund requirement 
amounts to $368 000 from 1973 to 1987 


MALBAIE PAPER COMPANY LTD 
8% debentures, serial — $43 050 due in 1973 and $78 050 in 1974 


Carried forward 


1972 1971 
NOTE 3—LONG-TERM DEBT (continued) 


Brought forward 
Less : debentures held for sinking fund: 


1973 requirements 


1974 requirements 


Less: sinking fund requirements due within one year 


Sinking fund requirements payable annually for the next five years after deducting debentures held for 
future requirements : 


1973 $615 050 1974 $857 050 1975 $802 000 
1976 902 000 NST 7 781 000 


NOTE 4-SALES AND COST OF SALES 


Sales and cost of sales figures are not shown on the statement of consolidated earnings because the production 
of one of the company’s newsprint machines is contracted for under a lease agreement, and the disclosure 
of the amount of sales of newsprint would be misleading when compared to total production of the entire mill. 


NOTE 5—-REDEMPTION OF BONDS 


During the year a subsidiary redeemed before maturity an amount of $1 250 000 of its bonds payable in U.S. 
funds. The discount obtained and gain on foreign exchange from this transaction represent an unusual gain 
of $0.04 per share after income taxes and minority interest. 


NOTE 6—DEPRECIATION 


Additions to mill assets acquired since 1969 are depreciated at 5% on a straight line basis, whereas assets 
acquired before the end of 1968 are depreciated at 10% on the reducing balance. 
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TEN-YEAR REVIEW 


‘ 


1972 1971 1970-5 


np 


PRODUCTION (000 omitted) 
Newsprint (1) 


EARNINGS (000 omitted) 


Net revenue from sales and newsprint machine rental 
Gain (loss) on foreign exchange 


Investment income 
Discount and gain on foreign exchange upon redemption of 
bonds 


Interest on long-term debt 
Depreciation 


Earnings before income taxes and minority shareholders’ 
interest 


Income taxes 

Minority shareholders’ interest in earnings of subsidiaries 
Net earnings 

Cash flow 


FINANCIAL POSITION (000 omitted) 


Working capital 

Net fixed assets 

Other assets 

Long-term debt 

Deferred income taxes 

Preferred capital stock 

Common shareholders’ equity 

Ratio — current assets to current liabilities 


PER COMMON SHARE (2) 


Net earnings (3) 
Dividend rate 
Cash flow 

Book value 


NOTES: 


1. Total mill production, lease machine included. 
2. Based on present outstanding share capital of 1,800,000 shares. 


3. After deducting $0.10 in 1967 and $0.21 in 1968 and 
subsequent years for preferred dividends. 


4. Includes data of subsidiaries — Charlevoix Paper 
Company Limited and Malbaie Paper Company Ltd. 
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Rapport intérimaire aux actionnaires 


Le bénéfice net pour les six mois terminés le 30 
juin 1972 a été de $638,668, incluant des postes 
extraordinaires de $69,450 provenant du gain sur 
change étranger et de l’escompte obtenu lors du 
rachat par anticipation d’une partie de la dette a 
long terme remboursable en dollars américains, 
d’une filiale. Le bénéfice net d’exploitation de cette 
période a été de $569,218 a comparer a $266,577 
pour la période correspondante |’an dernier. 

Aprés avoir pourvu au paiement des dividendes 
sur actions privilégiées, le bénéfice net par action 
ordinaire a été de $0.25 et le bénéfice net d’exploita- 
tion de $0.21 par action a comparer a $0.04 par 
action en 1971. 

Une hausse dans la demande du papier-journal a 
amélioré la situation financiére de votre compagnie: 
toutefois il reste encore plusieurs problémes sérieux 
a envisager, tels que la fermeté du dollar canadien, 
la hausse continuelle du cotit de fabrication et les 
dépenses que nous devons encourir en regard de la 
pollution. 

Vos administrateurs ont déclaré un dividende 
trimestriel de $0.07 par action ordinaire payable 
le ler septembre 1972 aux actionnaires inscrits le 
14 aofit 1972. 


Pour le conseil d’administration 


A. EMILE BEAUVAIS, C.A. 
Président du Conseil 


EDWARD P. WALSH 


Québec, Qué Président et directeur général 


le 16 aotit 1972. 


Interim report to our shareholders 


Net earnings of $638,668 for the six months ended 
June 30, 1972 include extraordinary items of $69,450, 
represented by gain on foreign exchange realized 
and discount obtained when a subsidiary redeemed 
a portion of its long term debt payable in U.S. funds, 
before maturity. Net earnings from operations 
during this period amounted to $569,218 as com- 
pared with $266,577 for the same period last year. 

After providing for the payment of dividends on 
preferred shares, net earnings amounted to $0.25 
per common share and net earnings from operations 
to $0.21 per share as compared with $0.04 per 
share in 1971. 

Although an increase in the demand for newsprint 
has improved the financial position of your Com- 
pany, many serious problems still have to be faced, 
such as the strong Canadian dollar, continuing in- 
crease in manufacturing costs and large expenditures 
that will have to be incurred for pollution control. 

Your directors have declared a quarterly dividend 
of $0.07 per common share payable on September 1, 
1972 to shareholders of record as at August 14, 
1972. 

On behalf of the Board 
A. EMILE BEAUVAIS, C.A. 
Chairman 


EDWARD P. WALSH 


Quebec, Que President and General Manager 


August 16, 1972. 
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LA COMPAGNIE DONOHUE LIMITEE 


et ses filiales 


Rapport intérimaire au 30 juin 1972 


THE DONOHUE COMPANY LIMITED 


and Subsidiary Companies 
Interim Report as at June 30, 1972 


